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Notice of Intended Action

Twenty-five interested persons, a governmental subdivision, an agency or association of 25 or more
persons may demand an oral presentation hereon as provided in Iowa Code section 17A.4(1)"b. "

Notice is also given to the public that the Administrative Rules Review Committee may, on its own
motion or on written request by any individual or group, review this proposed action under section
17A.8(6) at a regular or special meeting where the public or interested persons may be heard.

Pursuant to the authority of lowa Code sections 97B.4 and 97B.15, the lowa Public Employees’
Retirement System (IPERS) hereby gives Notice of Intended Action to amend Chapter 6, “Covered
Wages,” and Chapter 12, “Calculation of Monthly Retirement Benefits,” lowa Administrative Code.

IPERS proposes the following amendments: an amendment to the definition of covered wages,
relating to 2008 legislation, that removes bonuses and allowances from the definition; an amendment
providing that even if no longer included in the definition of covered wages, noncovered wage payments
such as bonuses and allowances will be counted toward the retired reemployed member earnings limit;
and an amendment providing retired reemployed members with more flexibility in choosing the amount
of death benefits they wish to receive with respect to the reemployment period.

Waiver provisions are not included in the proposed amendments.

Any person may make written suggestions or comments on the proposed amendments on or
before October 28, 2008. Such written suggestions or comments should be directed to the IPERS
Administrative Rules Coordinator at IPERS, P.O. Box 9117, Des Moines, Iowa 50306-9117. Persons
who wish to present their comments orally may contact the IPERS Administrative Rules Coordinator
at (515)281-3081. Comments may also be submitted by fax to (515)281-0045 or by E-mail to
adminrule@ipers.org.

A public hearing will be held on October 28, 2008, at 9 a.m. at IPERS, 7401 Register Drive, Des
Moines, lowa, at which time persons may present their views either orally or in writing. Persons who
attend the hearing will be asked to give their names and addresses for the record and to confine their
remarks to the subject matter of the amendments.

These amendments were prepared after consultation with IPERS administration, legal and benefits
divisions, and various IPERS employers.

These amendments are intended to implement lowa Code Supplement section 97B.4 as amended by
2008 Iowa Acts, Senate File 2424, and Iowa Code section 97B.15.

The following amendments are proposed.

ITEM 1. Renumber subrules 6.3(7) to 6.3(10) as 6.3(8) to 6.3(11).

ITEM 2.  Adopt the following new subrule 6.3(7):

6.3(7) Covered wage treatment for supplemental payments.

a. Payments excluded from covered wages as bonuses include the following:

(1) Recruitment payments.

(2) Retention payments.

(3) Payments to members who achieve improvements in their employer’s financial status or
performance ratings.

(4) Employee performance incentive payments.

(5) Extraordinary job performance payments.

(6) Payments for the possession, attainment, or maintenance of special skills or professional
certifications (does not apply to advancements in a member’s placement in wage or salary schedule, or
placement in a higher tier wage or salary schedule).

(7) Payments to members made in lieu of merit increases because the members’ wage or salary
scales are capped.




(8) Payments similar in substance to those enumerated above without regard to the payments’ titles,
tag lines, labels or classifications by employers.

b.  Payments included in covered wages that are not to be treated as bonuses include the following:

(1) Payments authorized by statute and used to increase the general level of teacher pay, except as
otherwise provided in this subrule (for example, when such moneys are used to pay retention bonuses).

(2) Payments for which additional, or new and different, job duties are required in order to receive
the payment.

(3) Payments for employment longevity.

c. Payments that are otherwise to be treated as covered wages under paragraph “b” shall not be
covered if IPERS determines that the payments are made for paragraph “a, ” subparagraphs (1) to (8), of
this subrule or other subrules, including, but not limited to, recruitment or retention bonuses, retirement
incentive and severance payments, reimbursements of business expenses, and payment of allowances.

d. IPERS shall have the final authority to determine if supplemental payments not described in
paragraphs “a,”“b” and “c” of this subrule should be treated as excluded bonus payments or covered
wages. In making its determination IPERS may consider, but is not limited to, such factors as the
supplemental payments’ similarity to payments described in paragraphs “a,”“b” and “c” of this subrule,
whether such payments are discretionary with the employer, and whether, on the one hand, the payments
are regular and periodic over the working careers of a broad group of individuals or, on the other hand,
are short-term, irregular, or ad hoc payments whose primary effect is to spike certain members’ final
average salaries.

ITEM 3. Rescind subrule 6.3(13) and adopt the following new subrule in lieu thereof:

6.3(13) Employer payments treated as remuneration counted against the reemployment earnings
limit. All taxable or nontaxable compensation, regardless of the title, tag line, label, or classification
attributed to that compensation paid by IPERS-covered employers to retired reemployed IPERS
members, shall be considered remuneration when determining reemployment earnings limits and
reductions as set forth under lowa Code section 97B.48A and rule 495—12.8(97B). This rule shall
apply whether the compensation is paid pursuant to individual contracts or otherwise, and regardless of
whether it is considered covered or noncovered compensation under lowa Code section 97B.1A(26)
and the administrative rules thereunder, except for:

a. Contributions to health insurance plans and programs, and

b.  Reimbursements of actual work-related expenses required by the retired reemployed members’
jobs.

ITEM 4. Amend paragraph 12.8(4)*“e” as follows:

e. If a member previously elected IPERS Option 1, is eligible for an increase in the Option 1
monthly benefits, and elects to receive the increase in the member’s monthly benefits, the member’s
Option 1 death benefit shall also be increased if the 1nvestment is at least $1,000. The max1mum amount
of the increase shall be atle e e e e e

retirement equal to the member’s investment (reemployment contributions and interest). In determining

the increase in Option 1 death benefits, IPERS shall round up to the nearest $1,000. For example, if a
member s 1nvestment for a perlod of reemployment is $4—999—an€l—th%membe&eleeted—at—th%member—s

; : $2,900, the maximum
death beneﬁt attrlbutable to the reemployment shall be $—1—9(-)(—)—é(—)—pel=eem—mles#$-l—999— 3,000 ($2,900
rounded up to the nearest $1,000). In the example above, the member may choose a death benefit increase
of $1,000, or $2,000, or $3,000, but must choose at least the $1,000 increase. Notwithstanding the
foregoing, if the member’s investment for the period of reemployment is less than $1,000, the benefit
formula for a member who originally elected new IPERS Option 1 shall be calculated under IPERS
Option 3.




